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SUBJECT: MORRISON-KNUDSEN 

1 . MORRISON-KNUDSEN HAS INFORMED OPIC THAT IT HAS NOT 
RESOLVED ITS CLAIM AGAINST GPRB FOR USD 7,500,000 IN OVER- 
RUNS INCURRED IN CONNECTION WITH THE PARAKOU-MALANVILLE ROAD 
PROJECT. UNDER THE TERMS OF ITS CONSTRUCTION CONTRACT 

WITH GPRB, MORRISON-KNUDSEN HAS A RIGHT TO INVOKE AN 
ARBITRAL PROCEEDING BEFORE THE INTERNATIONAL CHAMBER OF 
COMMERCE IN PARIS. MORRISON-KNUDSEN HAS REQUESTED SUCH 
ARBITRATION AND NOTIFICATION OF SAME HAS BEEN SENT TO 
GPRB. UNDER THE RULES OF THE INTERNATIONAL CHAMBFR OF 
COMMERCE. EACH OF THE TWO PARTIES IN DISPUTE HAS A RIGHT 
TO CHOOSE ONE ARBITRATOR. THESE TWO ARBITRATORS THEN 
CHOOSE A THIRD ARBITRATOR WHICH TOGETHER CONSTITUTE THE 
ARBITRAL PANEL. AS YET GPRB HAS NOT CHOSEN ITS ARBITRATOR 
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IF IT DOES NOT DO SO, THE INTERNATIONAL CHAMBER OF COMMERCE 
CAN APPOINT AN ARBITRATOR FOR GPRB. 

2. IT IS OBVIOUSLY IN THE INTEREST OF GPRB TO APPOINT ITS 
OWN ARBITRATOR RATHER THAN HAVING ONE APPOINTED FOR IT. 
HOWEVER UNLESS GPRB ACTS WITH DISPATCH IT MAY LOSE THE 
OPPORTUNITY TO HAVE AN ARBITRATOR SYMPATHETIC TO ITS 
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POSITION ON THE PANEL. FYI EACH PARTY APPOINTING AN 

ARBRATOR MUST DEPOSIT65,000 WITH THE INTERNATIONAL 
ARBITRATOR MUST DEPOSIT USD 65,000 WITH THE INTERNATIONAL 
CHAMBER OF COMMERCE TO COVER THE COST OF THE AR0ITRAL 
PROCEEDING. HOWEVER IF GPRB DOES NOT PARTICIPATE IN THE 
SELECTION OF THE PANEL, MORRISON-KNUDSEN WILL PUT UP ITS 
OWN SHARE AND THAT OF GPRB TO ASSURE ITSELF OF AN 
ARBITRATION. 

3. ONCE THE ARBITRAL PANEL IS CONSTITUTED, IT WILL HEAR 
EVIDENCE PRESENTED BY MORRISON-KNUDSEN; GPRB WILL HAVE AN 
OPPORTUNITY TO RESPOND AND DEFEND ITSELF. IT NORMALLY 
TAKES ABOUT 20 MONTHS TO RENDER A DECISION IN A CONTESTED 
CLAIM. IF GPRB DOES NOT CONTEST THE MORRISON-KNUDSEN 
CLAIM BEFORE THE ARBITRAL PANEL, A DECISION COULD BE 
EXPECTED IN A SHORTER PERIOD OF TIME. ALTHOUGH IN AN 
UNCONTESTED PROCEEDING MORRISON-KNUDSEN IS NOT NECESSARILY 
ASSURED AN AWARD, ITS CHANCES OF RECEIVING ONE WOULD BE 
SUBSTANTIAL. 

4. UNDER MORRISON-KNUDSEN'S INSURANCE POLICY WITH OPIC, 

A CLAIM CAN BE MADE AGAINST OPIC IF THE ARBITRAL PANEL 
RENDERS AN AWARD IN FAVOR OF MORRISON-KNUDSEN (WHETHER 
CONTESTED BY GPRB OR NOT) AND GPRB FAILS TO PAY SUCH AWARD 
FOR AT LEAST SIX MONTHS. THE INSURANCE CONTRACT PROVIDES 
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THAT IF OPIC PAYS COMPENSATION TO MORRISON-KNUDSEN OPIC 
WOULD SUCCEED TO THE CLAIMS AND OTHER RIGHTS WHICH 
MORRISON-KNUDSEN HAS AGAINST GPRB. 

5. AT THIS TIME, OPIC REQUESTS EMBASSY TO ASCERTAIN IF 

GPRB INTENDS TO APPOINT AN ARBITRATOR AND/OR TO PARTICIPATE 
IN THE ARBITRATION. EMBASSY MAY WISH TO POINT OUT TO GPRB 
THE ADVANTAGES OF HAVING A GPRB APPOINTEE SERVE ON THE 
ARBITRAL PANEL AND PRESENTING ITS CASE BEFORE THE ARBITRAL 
PANEL ESPECIALLY AS GPRB HAS CONTENDED ALL ALONG IN DIS- 
CUSSIONS WITH MORRISON-KNUDSEN THAT THE OVERRUN CLAIM IS 
WITHOUT MERIT. HOWEVER UNLESS GPRB PARTICIPATES IN THE 
ARBITRATION, ITS DEFENSE TO THE CLAIM WILL NOT BE AIRED 
AND THE PROBABILITY OF AN ARBITRAL DECISION ADVERSE TO ITS 
INTERESTS WILL BE GREATLY INCREASED. FURTHERMORE IF IT 
FAILS TO PAY AN ARBITRATION AWARD RENDERED IN FAVOR OF 
MORRISON-KNUDSEN WITHIN A SIX MONTH PERIOD,MORRISON- 
KNUDSEN WILL BE IN A POSITION TO MAKE A CLAIM AGAINST OPIC 
UNDER THE OPIC INSURANCE POLICY. IF OPIC THEN DETERMINED 
IT WAS LIABLE UNDER THE POLICY AND PAID THE CLAIM, OPIC 
WOULD HAVE TO DEAL DIRECTLY WITH GPRB WITH RESPECT TO THE 
PAYMENT OF THE ARBITRATION AWARD. BEFORE SUCH A CHAIN OF 
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EVENTS IS SET IN MOTION, EMBASSY SHOULD EMPHASIZE TO GPRB 
THE IMPORTANCE OF APPEARING AND DEFENDING ITSELF IN THE 

ARBITRAL PROCEEDING WITH MORRISON-KNUDSEN. IF GPRB HAS A 
LEGITIMATE DEFENSE TO THE MORRISON-KNUDSEN CLAIM, THE 
PROPER FORUM TO HEAR AND EVALUATE THE DEFENSE IS THE ARBI- 
TRAL PROCEEDING BEFORE THE INTERNATIONAL CHAMBER OF 
COMMERCE. DECONTROL 6/5/80. VANCE 
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